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Gur advarse determination was made for the following reason(s):

¥nu are neitheyxy organized nor operated exclusively for one or
xe ¢ purposes within the mezaning of I.R.C. Section

SGL{a) (3. Your purposes are Y r~aider than those specified in
Sectlon 501(e){(3) because your stated purposc~ is to

cuging and social activities for members. Your

s further private, rather than public, interesus and

earninygs lnure to the benefit of private individuals.

Contribuiions 1o your corgenization are not deductible under Code section 170.

You zre raquired to file Federal income tax returns on the form indicated above.
Based on the financial information you furnished, it appears that returns should be
filed for ihe ahove years. You should file these returns with your koy District Director,
EP/EC Division, within 20 davs from the date of this letter, unless a request for an
extension of time is granted. Frocessing of income tax returns and assessment of any
taxes due will not ve delaysd because you have filed a petition for deciaratory judgment

undar Cede =action 7428. You should file returns for later tax years with the appropriate

servics cen.: ' shown in the instrnctions for those returns.

If you decide tn contest this determinaiion under the declaratory judgment
provisions of Code section 7428, a petition to the United Statses Tax Court, the United
States Ccart of Claims, or ths district ccurt of the United States for the District of
Columbia must ke filed within 90 days from the date this determination was mailed 1o you.
Contzct the clerk of the appropriate court for rules for filing petitions for

declaratory judgment.
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600 Arch Street, Rm, 4454, Phiizdelphia, PA 19106 Letter 1371(R0) (1-80)




We will notify the appropriate State officials of this action, as required'by
Code section 6104 (c).

If you have any questions, please contact the person whose nams and telephone
number are shown in the heading of this letter.

Sincerely yours,

Associate Chief,
Appeals Office

Letter 1371(R0) (1-80)
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Dear Siy/Madam:

We have considered your application for recrgnition of exemption from
Federal incoame tax as an organization described in section 501(c)(3) of

the Internal Revenue Code and the information submitted in support
thereof.

The information submitted indicates that you were organized pursuant to
an association agreement I . You stated purposes are to
serve the interest of the group with reference to providing orientation,
housing, employment, social activities and to strengthen the cooperative
education students' collective and individual identity.

Mambership in your organization is limited to I
working at the I - Your primary
function is to provide housing for your members while in pay status. For
this purpose, you lease apartments in Jlll townhouse developments in
B, 2nd sublet them to your members, assigning several members to
each unit. The roammates share the cost of rent and utilitjes. You also
maintain a Rent Equalization Fund which provides reimbursement to those
members whose share of rent and utilities is greater than a limit
established annuallv by your members.

Other activities include social get—-togethers for your members and other
I S udents, and buving furniture for use by the
members in the apartments.

Your incame is fram rent, dues, and assessments. Expenses have been for
rent, rent reimbursement, fumiture, social activities and on at least
one occasion, moving expense to relocate members to a new apartment.

Section 501(c)(3) of the Code provides for the exemption from Federal
income tax of organizations organized and operated exclusively for

. charitable, scientific, or educational purposes, no part of the net
earnings of which inures to the benefit of any private shareholder or
individual.
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Section 1.501(c){3)-1(a}{1) of tr= -.come Tax Regulations states that in
crder for an organization to be axevmt under section 501(e)(3}) of the
Cede it mast be organized and coes:wed exclusively for one or wore
purroses speciried in such section.

Section 1.501(cji(2)~1(b) of the Income Tax Requlations states an
organization is not "organirzed exclusively®™ for S01(z)(3) PUrposes unless
the articles limit the purposes cf the organization to purposes specified
in 501({c){3), and do ot awpower the crganization to engage, other than
as an insubstantial part of its activities, in activities which are not
themselves in furtherance of 50i(c)}i3) purposes.

Section 1.501{c)(3})=1(c) (1) of th= Fayelations states that an
organizaticn is operated exclusively for the purposes set out in section
501(c)(3} of the Code only if substantially all of ::s activities are in
furtherance of these purposes.

Section 1.501{c)(3)~1(4)(1)(ii) of the Regulations states that an
crganization is not orgardzed or operated for any purpose under section
501(c)(3) unless it serves a public rather than a private interest. ‘Thus
to meet the requirements of this subgwaragraph, it is necessary for an
organization to establish that it is not organized or operated feor the
benefit of private intcrests such as designated individuals, the creator
or his family, shareholders of the organization, or persons controlled,
directly or indirectly, by such private interests. Moreover, cven though
an organization may have exespt purposes, it will not be considered as
operating exclusively for such purposes if more thar an insubstantial
par: of its activities verve a private interest.

Rev. Rul. 64-188, 1964-1 C.B. (Part 7I), page 183 held that leasing
housing to members of a fraternity was not an activity exempt undexr
501({c) (3). Likewise, Rev. Rul. 59-573, 1959-2 C.R., page 176, held that
a college fraternmity that maintains a chapter house for its student
members 1s not exermpt under 501{c) (3}, since it is not operated as an
integral part of the college and the college has no direct control over
it, and by providing housing and socinl activities is not exclusively
charitable or educational.

Conversely, Rev. Rul. 76-336, 1076-2 C.B. 143 held that providing housing
for college students is exempt when its pupose is exclusively the
advancement. of educaticn. 7The case considarexi in this ruling provided
student housing adjacent to vhe occllege, where stwient housing was
otherwise unavailable, and the organization worked closely with the
college to assure that the needs of the college and its students were
served by operation of the housing facility.



Infermation sulmitted shows that you are not controlled by or working in
cendunction with any college or university. On the contrary, you ave
providing housing only for your members in a manner similar ©o a
fraternity, and you arc providing housing for your mombers only while
they are in pay status. In this regaid, and in the social activities
sponseread, you are opera ‘r.en in a manner similar to a fraternity except
for the fact bousing is provided only during periods of employment, nct
while enrolled in classes. There ia no evidence that either a charitable
or an educaticnal jpwrpose is being served.

In addition, since the housing is provided only for your members, you are
crerated for private rather than public purroses, Your rent
reimbursement program, not tied to equal cost for egual facilities, and
the instance of paying moving expenses for sone members, provides
prohibited inurement of bpenefit.

Purther, since your stated purpose is to provide housing and social
activities for members, your purposes are hroader than those spvcified in
section 501{c)(3) of the Cule.

Tterefore, hased on the information you submitted, vou are neither
organized nor opc.zated exclusively for charitahle, educational, or othe
prposes described in section 501(w) {3}, )\ccorchngly, we hold that _'ou
are not exerpt under sectian 501{c)}{(3) of the Code.

Zased on the information supplied, exempt status will not bo recounized
wder any relatved section of the Internal Revenuce Code.

Concributions to your organization are not deductible under Coxie section
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You are recuired to file Federal income tax veturns on Form 1120,

-

T yea do not accept our findings, we recommend that you request a
conference with a member of our Regional Office of hAppeals. Your requoest
fox a conference should include a written appeal givirg the {facts, law,
iy r other information to suppert your position ao onzlained in the
lcsed Publication 892. You will then be contacted to arrange z date
cr & oonference. The conference may be held at the Regicnal Qffice, or
if vou reqguest, at any mutually convenient District Office. If we do not
heay from you within 30 days fram the date of this letter, this
dervermination will become final.
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A copv of this letter will be sent to the appropriate state officials in
accordance with Section 6164(c) of the Internal Revenue Code.
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If you do not protest thiz propeoced determinatian in a timely menner,
will ke considered as a failure tc exhaust available administrative
remedies,  SGection 7428{b)(2) of the Internal Revenue Code provides in
part that, A cdeclaratory Jjudament or decrec under this section shall not
e issuved in any proceeding unless the Tax Court, the Court of Claims, or
the district court of the United States for the District of Columbia
detemines that the croanization involved has exhausted administrative
remxdies available to it withan the Internal Revenhue Service.
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